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Abitibi is... 


A natural resource based company, Abitibi is a major employer 
numbering more than 18,000 people in Canada and nearly 2,000 in 


the United States. 


A Canadian-owned company, Abitibi is the world’s largest 


and Pulp 23 
kee 23 manufacturer of newsprint. In total, the company manufactures over 
three million tons of paper, pulp and wood products annually, the 
Mineral Interests 24 output from 40 mills and plants in Canada and the United States as 
Capital and Environmental pinpointed on our map. 
Programs 24 
Research and Development 25 Distribution of Common Shares 
Personnel 25 December 31, 1978 
Products, Plants and Sales Offices 26 Shareholders Shares 
Directors and Officers 28 No. % No. % 
Alberta 543 3.04 268,036 1.44 
British Columbia 1,209 6.76 549,093 2.94 
Manitoba 461 2.58 ATG TAO) 6.84 
Abitibi Paper Company Ltd. New Brunswick 345 1.93 84,736 0.45 
Head Office: Toronto-Dominion Centre, Newfoundland og 0.23 15,112 0.08 
Toronto, Canada M5K 1B3 Nova Scotia 522 2.92 202,839 1.09 
The A | Meeti Ontario 9,534 53°32 11,484,473 61.52 
e Annual Meeting 
To be held in Commerce Hall, Concourse Pits Bey ea eet si pee es Ph 
Level, Commerce Court West, Toronto, Quebec 3,661 20.47 3,577,034 19.16 
Canada on Monday, April 23, 1979 Saskatchewan 204 te 51,665 0.28 
at 10:30 a.m. Toronto time. Other Canadian 5 0.03 270 = 
We encourage you to attend. If you are not Toint'e 
able to, we ask you to sign your proxy and otal Canadian 16,569 92.67 17 Si8,571 93.84 
return it to the Registrar. U.S.A. Wea) 6.24 985,487 5.28 
Foreign 195 1.09 164,186 0.88 
On peut obtenir ce rapport annuel en francais 
Total 17,879 100.00 18,668,244 100.00 


sur demande. 


Highlights 


(thousands of dollars except per share calculations) 1978 1977 % Change 
Sales, less delivery expenses .................. $1,295,699 $1,043,059 24.2 
Depreciation and depletion ...2......0.....-.. 4) S07 $ 43,963 9.9 
UCONN GC AXKOS Gemeente fy hate lee A.) tbody a. ae > 663, 738 $ 29,363 NAT a 
MONTAG: WMOCMMEG o5.cne60ncanndeucse nce asaonnnds $ 2,478 $ 3,283 (24.5) 
Earnings before extraordinary items ............. >) 978,650 io 908 NOS 
FP SMOOMMINOM SMES seetas che oegacgaboaede aceuc $ 3.98 $ 1 ke Viv 
NG UE UIRIG eto tace eae te eee Cee ee er ean ere a $ 78,345 > 36,221 116;3 
Percommmomnrshareesas & an sacone Maney eae anny $ 3.96 $ CA 127.6 
Dividends declared—preferred shares .......... $ 4,703 $ 4 366 ToL, 
= COMMON Shales gee— a5 oa: $ 17,680 $ 6,446 174.3 
—percommenshare =o... 2. $ 95 $ eis) 171.4 
AGOmMOnS TO 1XEd;ASSCIS neo. ¢e ee aye ne OS $ 59,163 $ 43,580 35.3 
VG GINS CIO IVE meer enit Cree Oe iN tes, Sean aie > 300,673 $ 259,836 N57, 
MORO (Ee imaiCle tem greet ese ers nh eos sre apes ae 165 oe 42 ole (0.6) 
Book vallieioi common Shales) 25... .-44. 45-6. $ 348,388 $ 292,424 19.1 
PSVCCRIIMIMOMESIMENSS 4 on rao au abe non ee oun oes t o tsa $ WORE Hess 
Common share market information 
Shares Shares 
Outstanding Traded Dividends 
1978 High Low Close (O00's) (O00's) Paid 
First quarter $1248 $108 $1248 18,547 885 $0.15 
Second quarter 13% 12's 127/g 113:550 OS 7 OMS 
Third quarter 191%, 125/g 18% 18,619 3,366 GS ts) 
Fourth quarter 2014 1539/4 19%/4 18,668 3.001 0.25 
Year 2014 10% 1939/4 18,668 8,889 0.70 
1977 11". 83/4 107/g 18,547 2,192 0.20 


Common shares and options on common shares are listed for trading on the Toronto, Montreal and 
Vancouver Stock Exchanges. 


Valuation Day (Dec. 22, 1971) share prices: 


Common OLS 
712% Cumulative Redeemable Preferred, 
Series A $49.50 


Dividend Policy 

It is your Company’s intention to 
pay out as common share 
dividends an average of 30- 
40% of the earnings available to 
common shareholders. 


AiniBi Report of the Directors 


Robert C. Gimlin 
President and Chief Operating Officer 


Thomas J. Bell a Bae aGaan serene 
Chairman of the Board and Chief Executive Officer Vice-Chairman of the Board 
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Our consolidated net sales reached another 
new record of $1,295.7 million, a 24% gain 
over 1977. 


Net earnings for the year were $78.3 million, 
a marked improvement over prior years and 
reflected a return on sales of 7.8% and on 
capital employed of 13.0%. 


The most significant factors that affected the 
operating results of your Company in the year 
just ended were: 


1. using par as the base, the premium on 
the U.S. dollar accounted for $41.4 million 
or 52.8% of our 1978 earnings as 
compared with $16.6 million or 45.8% in 
1977. Eliminating this exchange benefit 
from our 1978 earnings would reduce the 
return on our sales dollar and on our 
capital employed to 3.6% and 6.9% 
respectively; 

2. strong demand for newsprint led to a 
close-to-capacity operation in our mills 
throughout the year by comparison with 
an average operating rate in 1977 of 
about 85%; 

3. there was a major turn-around in our fine 
paper manufacturing operations reflecting 
unusually good demand for these grades 
in the Canadian market which coincided 
with a substantial reduction in U.S. 
imports brought about, in part, by the 
weakness in the Canadian dollar. In 
addition, in 1978, we corrected the 
severe operating problems that we had 
experienced earlier at our Provincial Port 
Arthur mill; 

4. our lumber group, which had operated at 
a loss in 1977, made an important 
contribution to our 1978 earnings; 

5. earnings improved in each of the 
business units within our fine paper 
converting and distribution group. This, in 
combination with the divestiture of some 
unprofitable operations of Price Wilson, 
led to a satisfactory increase in the 
earnings of this group over 1977. 


There were a number of other events in 1978 
that will influence the future of your Company. 


In early fall, following negotiations that had 
been under way for several months, we took 
the initial step to acquire the balance of the 
outstanding shares of The Price Company 
Limited. By year-end, Abitibi owned nearly 
all of the common shares of Price and 
proceedings are under way to acquire the 
balance. We expect that our additional 
investment in Price, after financing costs, 
should add about 45¢ a share to our 

1979 earnings. 


It is Our intention that Price will continue to 
maintain its head office in Quebec City and 
have its own Board of Directors. Because the 
association of our two companies—Abitibi and 
Price—has turned out so successfully, we are 
planning at an early date to change the name 
of Abitibi Paper Company Ltd. to Abitibi-Price 
Inc. to give credit to the important role that 
Price plays in our future. 


Another major achievement during the year 
was the success of our bid to purchase the 


Labrador Linerboard mill at Stephenville, 
Newfoundland. We plan to convert this mill to 
a newsprint operation by late 1980, with its 
wood partly supplied from the timber limits that 
also serve our Grand Falls mill. The plant is 
located on tidewater and our Sales company 
is confident that we can sell its output in the 
years ahead. 


During the year, we successfully completed 
contracts with most of the unions at our 
primary operations and without incurring any 
work stoppages. This, we feel, reflects positive 
negotiations and is a credit to our industry and 
to our unions. We have all worked very hard 
since the prolonged strike in 1976 to improve 
our communications and the work environment 
at all locations. This is a continuing program. 


Following our last annual shareholders’ 
meeting, C.H. Rosier, your President and Chief 
Operating Officer, suffered a heart attack and 
has since been advised to reduce his work 
load. He is now back at work and has been 
appointed Vice-Chairman of the Board. As of 
September 1, R.C. Gimlin, Chief Executive 
Officer of Abitibi-Price Sales Corporation in 
New York, was appointed President and Chief 
Operating Officer. 


Early in 1978 it became apparent that with our 
operations running at capacity and benefiting 
from a favourable exchange rate, we were 
going to have the opportunity to begin 
generating the funds needed to improve the 
productivity of our plants, resolve our 
environmental problems and provide new 
Capacity and new jobs for Canadians in the 
pulp and paper industry. This added a new 
dimension to the regular updating of the 
Company’s five-year strategic plan that was 
under way. Out of this work, capital programs 
have been developed that could involve new 
investment by the Abitibi-Price group of close 
to $700 million over the next five years. This 
five-year capital spending program envisions 
investment of $340 million for modernization 
and improved efficiency in our mills, $230 
million for increased capacity in a number of 
product lines including an additional 250,000 
tons per year of newsprint, and $130 million to 
meet environmental requirements. 


To encourage capital investment, the federal 
government recently improved the investment 
tax credit program for qualified investments in 
Canada. Most of our Canadian manufacturing 
facilities are located in those areas of the 
country where a 10% investment tax credit is 
available. Capital programs to be carried out 
at our mills in the Gaspé and Newfoundland 
have an even more attractive investment tax 
credit rate of 20%. These more favourable tax 
incentives, in combination with the heavy 
capital expenditures we plan for 1979, are 
major factors contributing to a significant 
reduction in the effective tax rate that we 
anticipate in 1979. 


More recently, Ontario and Quebec have 
announced major programs to assist our 
industry to modernize and overcome costly 
environmental problems. The federal 
government has also announced its intention 
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to complement these Provincial programs. This 
iS an encouraging thrust. We welcome the 
initiatives taken by these governments to assist 
industry efforts in overcoming some of the cost 
disadvantages that we face in competing in 
the international marketplace. 


While we anticipate some slowdown in the 
North American economy in 1979, we are 
nevertheless optimistic about the outlook for 
Abitibi in the coming year. The Company's 
newsprint and uncoated groundwood paper 
mills are expected to operate at capacity 
throughout the year. The forecasts for our fine 
paper and building materials groups show an 
improvement in their contributions to net 
earnings. The outlook for our lumber 
operations 1s Somewhat less certain although 
so far this year their performance has 
exceeded our expectations. As mentioned 
earlier, we are anticipating the benefit of a 
lower effective tax rate and a net improvement 
in our Share of the earnings of Price. Partly 
offsetting these positive factors, we look for 
some progressive strengthening in the value of 
the Canadian dollar. On balance, 1979 should 
show an improvement in both sales and 
earnings over 1978. 


During the last half of the year we lost two 
important directors of your Company. Charles 
Lake Gundy—the longest serving member of 
your Board—died in September. He had been 
a loyal and dedicated director since 1952. 
Norman J. MacMillan died in October and he, 
also, had been an extremely helpful director 
since 1974. We shall miss their wise counsel 
but, even more, their warm and very personal 


’ friendship. 


We are happy to welcome C. Edward Medland, 
President and Chief Executive Officer of Wood 
Gundy Limited, who joined your Board in early 
1978 and Howard W. Blauvelt, Chairman and 
Chief Executive Officer of Continental Oil 
Company, Stamford, Connecticut, who joined 
your Board in December, 1978. 


| would like to pay special tribute to all our 
loyal, faithful and hard-working members of the 
family who jointly contributed to a great year 
for Abitibi and Price. 


On behalf of the Board, 
pee 
\iee : 
Chairman and Chief Executive Officer 
Toronto, February 19, 1979 


Financial 
Review 


Misia 


n McGibbon 


The report of the Directors sets out the total dollar 
amount by which earnings were improved as the 
result of the weakness of the Canadian dollar. At 
current sales levels, it is estimated that each one 
cent change in the U.S. exchange rate would 
affect net earnings by approximately 20¢ per 
common share. 


Working capital at December 31, 1978 amounted 
to $300.7 million and current assets were 2.6 
times current liabilities. Net cash resources at the 
end of the year amounted to $52.3 million, an 
increase of $30.5 million over the previous year. 


Capital expenditures in 1978 amounted to $59.2 
million and planned expenditures for 1979 are 
$130 million. 


On October 13, 1978, Abitibi purchased 
1,010,996 common shares of The Price Company 
Limited from Consolidated-Bathurst Inc. for 
$23.00 per share and on October 25 a similar 
offer was made to the remaining common 
shareholders of Price. At the year-end Abitibi 
owned 98.6% of the common shares of Price and 
has since commenced proceedings under 
Section 48 of The Quebec Companies Act to 
acquire the remaining common shares. This 
additional investment in Price was largely 
financed by the issue in mid-November, through a 
wholly-owned subsidiary of Abitibi, of $75 million 
of floating-rate term preferred shares to 
institutional investors. 


As a result of acquiring most of the remaining 
outstanding common shares of Price during 1978, 
the major part of the minority shareholders’ 
interest of $23,276,000 appearing on the balance 
sheet now represents The New York Times’ 49% 
investment in Price’s subsidiary company, 
Gaspesia Pulp and Paper Company Ltd. 


On December 21, 1978, Abitibi purchased all of 
the outstanding shares of Labrador Linerboard 
Limited from the Province of Newfoundland for 
$43.5 million and commenced proceedings to 
wind up the company into Abitibi. The principal 
asset of the company was the idle linerboard mill 
located at Stephenville, Newfoundland and, as 
part of the agreement, Abitibi undertook to 
convert the mill to a 150,000 ton per year 
newsprint facility. The conversion project is 
estimated to cost $60 million over a two-year 
period, with initial production of newsprint 
scheduled for late 1980. The Department of 
National Revenue has confirmed the availability to 
Abitibi of approximately $205 million of unused 
capital cost allowances relating to the original 
linerboard mill. The resulting tax reductions of 
approximately $90 million, in combination with a 
$15 million DREE grant towards the conversion 
project, will offset the cost involved in 


establishing a competitive newsprint mill at 
Stephenville and will benefit earnings 
commencing with the successful start-up of the 
new facility. 


As announced midway through the year, effective 
July 1, 1978, Abitibi purchased Price’s wholly- 
owned subsidiary, Price Wilson Limited, which is 
engaged in the distribution of converted paper 
products and which had been incurring 
continuing losses in recent years. Price Wilson 
was subsequently merged with Inter City Papers 
Ltd., a wholly-owned subsidiary of Abitibi, which 
carries on a fine paper distribution business with 
a proven record of profitability. In management's 
opinion this was the only way to reverse Price 
Wilson’s loss trend and to provide an opportunity 
for profitable growth as well as some synergistic 
gains. Based on a valuation received from an 
independent management consulting firm 
retained by Price, the purchase price was set at 
$7.3 million and, after allowing for the minority 
shareholders’ portion of Price's loss on the 
transaction, an amount of $3 million was written 
off as an extraordinary item in Abitibi’s 
consolidated accounts in order to reduce 

Price Wilson's net assets to their approximate 
market value. 


As a result of federal tax changes introduced in 
1977, Abitibi was able to proceed with the 
dissolution and amalgamation of certain 
subsidiary companies and use virtually all of the 
prior years’ tax losses of the Abitibi/Price group in 
1978. The resulting tax reductions of $2,695,000 
net of minority interest, have been included in 
extraordinary items on the earnings statement. 


The federal government's investment tax credit 
program for qualified capital investments in 
Canada, previously referred to, in addition to 
similar credits in respect of U.S. operations and 
the 3% federal inventory allowance have 
increased 1978 earnings by approximately $4.3 
million, as compared with $2.8 million in 1977. 


Studies aimed at developing accounting 
standards which will reflect realistically the effects 
of inflation continue to be carried out by the 
accounting profession. As no generally accepted 
method of accounting for the effects of inflation 
has yet been developed, Abitibi continues to 
report its financial results on the conventional 
historical basis, which overstates profits during 
periods of inflation. In particular, it should be 
recognized by governments, employees and 
shareholders alike that depreciation based on the 
historical cost of assets is inadequate to provide 
for their replacement. 


Net Sales 


(millions of dollars) 


1,600 


1974 1975976 OV NOLS 


Earnings Per Common Share 
(dollars) 


4.00 


1977.4 een) On ORME Open OOn 


*before extraordinary items 


Book Value Per Common Share 
(dollars) 


20.00 


15.00 


10.00 


5.00 
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Net Sales by Product 


(thousands of dollars) 


Newsprint 
Uncoated groundwood papers 


Fine papers, including merchant and 
converting operations 


Building products and packaging 
Paperboard, kraft paper and pulp 


Lumber 


Net Sales and Earnings by Quarter 


(thousands of dollars) 


Net Sales 
1978 1977 
1st quarter $ 292,129 $ 232,681 
2nd quarter 327,647 PREIS) N07 
3rd quarter 337,205 270,602 
4th quarter 338,718 284,599 


$1,295,699 $1,043,059 


“before extraordinary items 


Net Sales by Market— 1978 


Canada 37.7% 
U.S.A. 52.4% 
Other 9.9% 


1978 1977 
$ 615,257 $ 496,940 
105,235 71,703 


268,160 218,208 
164,756 147,376 
47,064 47,982 
oben 60,850 
$1,295,699 $1,043,059 


Earnings 
1978 1977 
$14,766" $ 3,486 
17,104* 6,844 
22,459* 11,242* 
24,321* 16,336" 
$78,650* $37,908" 


Abitibi Paper Company Ltd. and subsidiary companies 


: 2 Year Ended 
Consolidated Net Earnings Nesambena 
(thousands of dollars except per share calculations) 1978 1977 

(Note 18) 
Sales less Gelivery EXDCSES., 3.5 cutee nc cid crac ck teas Sheen Ma tcc trea te ener $1,295,699 $1,043,059 
OIMEL INCOME (MOTEIA): “asc Pe occ pe alee ap Se et a eg eG ene ee et 6,645 Sie 
1,302,344 1,048,771 
GOSt Of SACS ik gPISP cals Res a eng ec a ec 990,317 830,264 
selling, generalcand research expenSes jen, eee cette pees eins ae eee 83,872 76,724 
DepreciationsandGepletiomic ns. 2r. cee Ae ae mts hacer enor cs eae ane ee 48,307 43,963 
Interestand!SxOense' OmiOmOateiinntcle tiie ima iene a geen nie ee arlene te ees rea vi renee xB) WKS 22,742 
Oe rIALEK ESE: Soles 5 ocztass Se Re Hate aig eaeattaee seater rare ee oR ee ae ve 645 1,114 
IG OME TAKES ase ck Ls eG ee al me a tea rea Re re RC i go 637738 29,363 
92,292 44,601 
Mining income (note 4) ...... Se Dic Sas oN ogee Geet Ce eee 2,478 3,283 
Interest in earnings of non-mining companies accounted 
TOF ONAHES: SQuity DASISHMOlS:S lise teeta et eet ee me che ceteris peat aten eee Ren Rese oo ee 2,184 1,647 
96,954 49,531 
Minority Shareholdersiiiterester sos xesiy re atcwe tee moray cars Bre Anni ors Pe Aa er eo 18,304 W623 
Alin SHO CTONEs SX Ura ONCl IVEY ILS Ti Soars tes se eae 78,650 37,908 
Se Mislaleeliarclavale ace (Olonei hn wat ce Auli choi din Ged uae ods 0s de dauureseaeavonrcBeouse ons 305 1,687 
INK) Scots | fa) (6 [ce are eer errr Ct fo, MORON RoE doll Se Stn te ic ie een g A Mint emia oe woe Sine & & OS  ASGAS e221 
Per common share 
Earmings DefOre extraordinary ems ete cseeoe te ese er en ere $ Sivis: $ 1.83 
IN Te1Ae= re A gl BO [Se Orne See role Rete erent Roeper eet irG)lc Ory teat thu men Sib Aen e eaie ee ei dates emo GS eater 3.96 Were 

- - ‘ Year Ended 
Consolidated Retained Earnings Bene 
(thousands of dollars) 1978 1977 
Retained: carnings-at beginning Ghyear le. cir mice asn amen ae eer te eres 20 on seca ee e en $ 237,600 Sez o1 
N@HGArninOS. A255 seo) iain, cle dak Wells Rimstonn caught RI is ra ee 78,345 36,221 

315,945 248,412 

Dividends declaréd— preferred, shares: +. (5.5), 22. al ean nny er 4,703 4,366 
= COMMMOM-SIELOS, 22a aie tena mien eeae Cues ceric itso) a ht eee ee eee 17,680 6,446 

Retained: carnings:at Gnd Of Vear Gana.) ae eee ate eee er $ 293,562 $ 237,600 


Abitibi Paper Company Ltd. and subsidiary companies 


Year Ended 


Changes in Consolidated Financial Position ener as 
(thousands of dollars) 1978 1977 
Financial Resources Provided By: 
Palms DClOne CxILAOnci nary Melisa steer meme. See ve. yc teed oak ee a a dO a on ae $ 78,650 $ 37,908 
Charges (credits) to earnings not affecting working capital: 

BOG Lee All anG AC eDletiOnipees ta. acetate a err cei Mei gy eC cme 48 307 43,963 

CCC URI OOM ICRLANeS: aaa ame te, Mien aR Ine SSN ins hone ee ep ae ed oie 8300 6,063 

Interest in earnings of companies accounted for on the equity basis— 

MSU INCS® LAN ICOCt metreettiig ee et ty eter a Peer rallce oo ety, ed hk kee Aha 4 (3,280) (3,421) 
OUINET? SO ct cota canara Meet a. Tne wh eae wi ad Sodan, “Re Sn SRY el amg See aan ee (2,184) (1,647) 

Minomnvesiiarenolders Itefestive cm adchiy some . hont queens me Otee ne BY hanes 18,304 11,623 

STG ieanG Eat ie i tae Sh Wea ae eigen RIE aie BE ime a ey Pe Mey. oy Toe ates ee (58) (927) 
ete SPO ODS ANU Sarna c alanine ee Rat bt er Ae ett NO cg AM ch totes «asta sce ley halk te 143,124 93,562 
E> Once VNLEMIS Cl eer ate bac aay, ee og epee ne ee 19, TN ts tea peg acco 655 376 
i ucorore cited shares Ola SUDSICIary COMpPany 2a.e sgee hic ecco ee Be en See 75,000 = 
Caren DIOMISSON MOtese trem a er it eaten eee ty Benin. Coe omens Pera Beta 27,500 = 
Pie ce Cl I KC CUNO die Ar acount tia Mant cree ie RL ete Aaa od eg gL Say en se A 23,355 ae 
Oividends trom: Matiabi-Mines Limited. =) 23.0 cceiec ne Phe eo Sic cee toa ae pee Ce a 4,800 6,000 
BISHOSaISIOMIXECIASS CTS ety oe carer itis een a Caer ne ele do She ot 1,792 4114 
Decrease in receivables not currently due .............. SET REED es SAREE te tig Reh as SEE At 1,793 
ISSU CORE OMMMONPSAlC Swans wes Nae cl meal an area catenin Ure ok nnliaits Pes RET. ay Menara e 2 4,823 
UME MILeINIS= Cla wee me tea an etre ee ote IMEC nyt, PUNE RAE ne arene. Se Manan RCA ext a 1,562 (837) 

278,911 109,831 

Financial Resources Used For: 
Acquisition of shares of— 

nexence Comoany «Linnie Caanmereecet ane Sve GT Ren apn oK iS oy nee, oR MRE Oe RN esas en, ee ti G5;020 4,823 

Labrador Linerboard Limited, net of working capital acquired ... 0... eee eee 40,900 = 
NC GIOMSELOMIXE CRASS CLS Rr weme es Twn: era ee ere ane Bry ay tery a ain MOS ute, noleme inal ince cede nett on Se), es 43,580 
Dividends: 

Shareholdersvof the Company a). wenk< seas: deere sees bes 2 anaes! pee eins rae iy een 22,383 10,812 

Mineuiy sual enolders ORSUDSIClany COMPAMES cee osiera turn sees cys ore ene ase one. «gare 4,945 1,640 
Meaucton or lOnd-tetnndebt ner of uisrealizedexChange 10SS) cic. viene wag succes gas 376 11,526 
Pe nementiOn DICICMEO GNalCS meine cites occ i. Mate onc itr, aance «eee te anceitay is < Oa Eerie ee 2,097 2,183 
Ee ORSON SCS IOSaIS son iIveStMCrGam sic seri conminctnketlok rss kiat aieteac als wben tg enivee Ae mente 1,090 (7) 

238,074 fASor 

Pere as eri VVOTKING, aital tae Ak tee cna tate nnge ames cus ues © cue eye R eee Uremas sire 40,837 35274 
VOIR Ine Gaptal al SCOWMIMO/OR NCO sy. a cktecnurte come nage Sihaae ann oes ee Met ag sie wat 259,836 224 562 
WONG AO italvelte EIN! OR VCAM caine ecu sca wa Gly bhce apne come nev sliens, Goi bbe Nae moe ae AWN vie $300,673 $259,836 


Abitibi Paper Company Ltd. and subsidiary companies 


Consolidated Balance Sheet Recemnerey 
(thousands of dollars) ASSETS 1978 1977 


Current Assets: 


Gash andsshortsteratinveSteme mts a actus telecstecrty soe earn ecco ener eae ea » o/s $ 29,178 
AGCOUMES TECEIV ADDIS: 5 Wiggs cllt Ga, So pete lena cise, Sete Sota eg ears ea eae 1S), FAS 166,322 
INVENTORIES (MOLE 7): - Re eecaac ewe n See cee kee eme CARRE aces tick mare gener oreo 222,064 201,228 
PYED@ld GXDENSES Ss .ccrcceen von sled aoe aren ues esas nee ora ea Oa Syase 4,867 

485,109 401,595 


Fixed Assets: 


Properties; plant GAG SGuUiPIIEMt mis + scccushel se eceee cn eaclictae naar aere oan Niece gece eae 883,056 808,133 
/E@loVo line MEYoUUN/ olaatstanerelM@WOMEN@VOIMAE ceo 5ccececovaraccecscoccnsoperdenaneasacseuensuuse 60,135 47,918 
Woodlands andimining aad water DOWeriiG iS se ae arn eee ene ose er 44,601 43,499 
OSin( oe 899,550 
Less accumulated GepreclatlomanG GS Ole tt@ ilies eee treats eerie eet eee en 468,381 423,320 
519,414 476,230 


Other Assets: 
Equity interests 


Mattar Mines imate cl (iOte: 4 ars sccnaccate acacia es ar eaeuraGrgt ts treater ani ier: ean een a ranean 13,461 14,981 
Other COMPAMISSZ(MOLS 5) s estee ss le, c ee eae sees Se eR tos ceSO aE in ea ee 7,845 5,708 
Receivables not currently Quer. athe hrm « a cones eee cay ont ate Auer eee 2,417 33038 
Investments (MOTELS) che i5 ue es, ee es Sialcee Se aon eto en 5), ORS 5,236 

Cost of shares of acquired companies in excess of values 
attributed to underlying net assets, less accumulated amortization ...................... 20,080 20,129 
Unamortized discount and expense-on long-term debt, 4.0...) ate ae so ce ee 1,368 1,524 

Unrealized loss on translation of long-term debt payable in 
US, funds: (mote A(D)) S255 scesects io. steeeaas eee nee ere oe Nee ey eT ea en rs a ae 16,839 6,210 
67,943 57,326 


The financial statements have been 
approved by the Board: 


T. J. Bell, Director 
R. C. Gimlin, Director 


$1,072,463 $935,151 


December 31 
LIABILITIES 1978 1977 


Current Liabilities: 


ee LPN MMIOIS OS SITES! sears SN el Peps oc Rk. ee ene Rl, cole, REN nok ED Ae ea hy Ce $ 5,446 S 7,411 
RECOUNS OAV ale andiacCChued NaDINIOS wane vu w ts oe We ea ame Le ne nmeees 131,415 104,870 
INCOMEranICLOlMentaAxeSDa Val lop menue sp teem ore ee ly LRN eet Wee 18,602 15,930 
BIVIGERC St Oc y a0 ome tac. e iter Mee Were tol eRe ound et ple et eee Ny A) TE uel gay ee 8,082 3,276 
Long-term debidue-within one year (mote 9)... es So gerd oo ss cc ale ck eae 10,891 10,272 
RIO MSO OlestMOlese(D) Nene Seer a hem ome Mane a gee eek oR kira! See ts 10,000 = 
184,436 141,759 
Convertivic: ELOMmSSOlysNOlesAmOle:c 3) maemo ee ie eM ee 27,500 = 
Daelorrec: Income (olen () ues eee eh s earn a Wier Vie 2 ain MAM he te ee |e 23,355 — 
POVUALCUM DCO LL IOeO wsiets: Gumete in nate Nh a cc Ook to NBME nade ee Me Se, 241,165 242,512 
DelerrecsnCOMesLaAXGS a1 eke eae yer eR aE I, meal a Sh art AS orc Re Ste 106,628 103,224 
Minonity sharehoidersulnterest ss. =. cine satire rusian |r niga A ee ce a I ued 23,216 110,417 
SHAREHOLDERS’ EQUITY 
Preferred Shares Issued by a Subsidiary Company (note 10) ......... 0... cece ee 75,000 = 
Preferred Shares (note 11) . 
Authorized: 1,000,000 shares par value $50 issuable in series 
(1,000,000 shares issued; 145,710 shares redeemed) 
Outstanding: 174,290 712% Cumulative Redeemable Preferred Shares, 
Sees Ac Ci = 16-290; S AROS iia enemies Sian renee ean oc Saale 8,815 
680,000 10% Cumulative Redeemable Preferred Shares, 
Seriessbult Off = 7/20 000 Shares) = Aivaes > canton erry ernie on aires 34,000 36,000 
Common Shares (note 12) 
Authorized: 24,000,000 shares without nominal or par value 
Issued: AB.66G 244 sharesH 19 ((=13,54 7/076 SIANGS), | paren annie oats Mies each goahs 54 826 54,824 
EOTaIMeC LE ANIMAGS. mete werk hee trey eran nl Mier shake eansche pasadena opment gay ot as pret ce Om nia ons 293,562 237,600 
466,103 337,239 
$1,072,463 $935,151 


Abitibi Paper Company Ltd. and subsidiary companies 


Notes to Consolidated Financial Statements 


1. Summary of Significant Accounting Policies 

(a) Principles of Consolidation 

The consolidated financial statements include the accounts of Abitibi Paper Company Ltd. and all companies in which it holds more 
than a 50% interest. Investments in companies in which Abitibi holds a major interest, but not more than 50%, are included in the 
consolidated financial statements in accordance with the equity method of accounting. 


The cost of shares of acquired companies in excess of values attributed to underlying net assets is recorded as an asset on the 
consolidated balance sheet. The excess for companies acquired prior to 1974 is not being amortized, while the excess in respect of 
subsequent acquisitions is amortized on a straight-line basis over an appropriate period not in excess of 40 years. 


(b) Translation of Foreign Currencies 
Balances and transactions in other currencies have been translated into Canadian dollars as follows: 


Fixed assets, investments and deferred income taxes at historical rates of exchange; 
Other assets and liabilities at rates in effect at December 31; 


ltems included in net earnings at rates prevailing during the year, except depreciation and depletion which are on the same basis as 
the related fixed assets. 


In September 1978 the Canadian Institute of Chartered Accountants published recommendations covering the translation of foreign 
currency transactions and foreign currency financial statements which are effective for financial years commencing on or after 
December 1, 1978 and, accordingly, Abitibi will adopt the recommendations in its 1979 fiscal year. The only recommendation which will 
have an effect of any consequence on Abitibi earnings concerns gains or losses arising from the translation of long-term debt payable in 
foreign currencies. It has been Abitibi’s practice to defer such gains or losses until realized, whereas in future they will be amortized to 
earnings over the lifetime of the debt. Had the new C.1.C.A. recommendations been adopted in 1978, Abitibi’s net earnings would have 
been reduced by approximately $2.5 million for that year and comparative 1977 earnings would have been reduced by approximately 
$1.2 million. 


(c) Inventories 
Inventories of finished products, work in process and materials and operating supplies are valued at the lower of average cost and net 
realizable value. Inventories of pulopwood and sawlogs are valued at average cost. 


(d) Fixed Assets and Depreciation 

Fixed assets are recorded substantially at cost and depreciation is provided at rates considered adequate to amortize the cost over 
the productive lives of the assets. The principal asset category is primary production equipment which is depreciated over 20 
years on a Straight-line basis. Timber limits are depleted on the unit-of-production basis to the extent of amounts allowable for 
income tax purposes. 


(e) Discount and Expense on Long-Term Debt 
Discount and expense on long-term debt is amortized over the terms of the related obligations. 


(f) Research and Development 
Research and development expenditures are written off when incurred, except for expenditures on physical facilities which are 
capitalized and depreciated on a straight-line basis over their estimated useful lives. 


(g) Pension Costs 

Current service pension costs are charged to earnings and funded as they accrue. Past service costs are charged to earnings and 
funded at rates which, based on independent actuarial estimates, will fully provide for the obligations over periods not longer than those 
permitted by the various regulatory bodies. 


(h) Income Taxes 

Earnings are charged with income taxes relating to reported profits. Differences between such taxes and taxes currently payable, which 
result from timing differences between the recognition of income and expenses for accounting and for tax purposes, are reflected as 
Deferred Income Taxes in the financial statements. 


When losses are incurred, no provision is made for the related tax benefit unless recovery is virtually certain. When tax benefits not 
previously recognized are realized they are included in earnings as an extraordinary item. 


Investment tax credits are accounted for using the “flow-through” method which recognizes the tax benefit in the year the eligible 
capital expenditures are made. 
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(i) Earnings Per Common Share 
Earnings per common share calculations are based on the average number of shares outstanding during the year and are computed 
after allowing for dividends on preferred shares. 


2. Acquisitions 

(a) The Price Company Limited 

On October 13, 1978 Abitibi purchased 1,010,996 common shares of Price from Consolidated-Bathurst Inc. for $23 per share and a 
further 3,114,580 shares were acquired from Price’s remaining common shareholders following a cash offer made on October 25 at the 
same price. At December 31, 1978 Abitibi owned 9,897,727, or 98.6%, of the 10,037,761 outstanding common shares of Price. 


(b) Labrador Linerboard Limited 

On December 21, 1978 Abitibi purchased all of the outstanding shares of Labrador Linerboard from the Province of Newfoundland for 
$43.5 million and commenced proceedings to wind up the Company into Abitibi. The acquisition was accounted for using the purchase 
method and the purchase price has been allocated as follows: 


US AQIING| TeVeN ONES Fe « ey nie Migh es Mot nOy Melee ede ame Re ee ee ea ey Rea, a Sem eet nde fe $ 2,600,000 
Fixed assets, consisting primarily of the idle 
UerOal Cul al ole DMenViIlG a Nils, 2am totes or a Paci Le tbe ete an no sake enue ae ne 40,900,000 


Sl ole Pewee t Peer Orie eka, ah oot cree e Sapa gE ee ni) eaweie nots ein Reape ue em Te $43,500,000 


Consideration for the purchase consisted of $6 million cash and $37.5 million of non-interest bearing promissory notes maturing on 
December 31, 1979. At Abitibi’s option, $27.5 million of the notes may be settled at maturity through the issuance of non-dividend 
bearing preferred shares, one-quarter of which would be redeemed at par on December 31 in each of the years 1981 to 1984. 


As a condition to the agreement, Abitibi will convert the existing linerboard mill to a 150,000 ton per year newsprint mill, with production 
to commence prior to October 1981. It is estimated that the conversion will cost $60 million, in connection with which a federal 
Department of Regional Economic Expansion grant of $15 million has been approved. 


The Department of National Revenue has confirmed the availability to Abitibi of approximately $205 million of unused capital cost 
allowances which apply to the original linerboard mill. As the related tax reductions are realized, it is Abitibi’s intention to treat them as 
Deferred Income, which will be utilized to offset preproduction and start-up costs, with the balance to be transferred to earnings over the 
productive life of the new newsprint mill. At December 31, 1978, such deferred income amounted to $23,355,000. 


3. Other Income 1978 1977 

MAMET EVA Ie IA MISVOCE IE TAVSTOWISMINNGYeInnlsY<. pais adic oun au easmemuememo oboge cen ome mn toa Ban cho ane $ 6,844,000 $ 4,401,000 
Gainoss) on. current maturities: OfMONG-+7etM CODE wince i, ss elec: pects Wale ws wa cms in wimg a (258,000) 241,000 
Nel gainon disposals of fixediassets and investments 6020: . tie. .m esa ead ota hes Weems 59,000 1,070,000 


$ 6,645,000 $ 5,712,000 


4. Mining Income 1978 1977 
Equnyumeannnos ou MattablMines Cini Se wence ne: gc can soiree ne as saa ae Saeee oe $ 3,280,000 $ 3,421,000 
MimneOssrol Hic. Price COMDaNYy LIMteCOe,: lance eal mew eho sere se mien re ere en ne (802,000) (138,000) 


$ 2,478,000 $ 3,283,000 


Equity in Mattabi Mines Limited 


Beinn COMMING OUyCal in anatea ant aan cuis acter Mun teie ie aapLaien wo mem seal cs ang $14,981,000 $17,560,000 
PEO VAIS SUKI Sierra psa tyrant Cec arta: Reyer re ene AGan rs Pier vi nity oR inhi dd ecg Inge rein Uans Wyn fe 3,280,000 3,421,000 

18,261,000 20,981,000 
Divi GendserecelVSCimee wisi ee ie ttle @ grehica enna eRe erewe eda iet amen ont et os Paaneeapre lear 4,800,000 6,000,000 
PCUIVRatse lil, Ol. Calpers rian ere Gans caer ne ete DS ue a anetan st Mat eee Rel an tity manatee aces) $13,461,000 $14,981,000 
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5. Equity Interest— Other Companies 


Equityatbeginming:Ob Year <a comcast cede tot trom ob ec ceie ee CRG Re  e ee 
EQUITY: ICAL AINGS |. ae scope abet eatin che ato city vesae er Peete ore ete eae ene sere ene 
Adgitional investment). 26 ge ity 5 accratia ken ole cles Silene eee bmn A ego eareae et re ear ee er a 


Dividend: reCelved). & Accsk oes weeks ee ee ee 


Malo sire) qiie| Ks! efolcre| PO lMIAN AINSI He inten aC GAG oak oA noms Ou bwdw us anon dbEe ad Rat bom de oS 


EQUIDy AL CMG OF SOI fsx: eaten ene Sctevcs tesa alPfaetass cr mesa ok tcl en rece to 


6. Extraordinary Items 


Writedown of Price Wilson Limited net assets to approximate 

market -Valu@® oo. a heer bibs cee fe eet te ae Mee a aio re ere ea re ere 
Loss on disposals of investments and assets in subsidiary companies 

I 19.767 MELON MAUNOKiLy WMteneSwOl Gilet 72:00 O ieee ge reser ee ae ee ers 


Less: : 
Income tax reductions realized on utilization of losses incurred in 
prior years by subsidiary companies, net of minority 
interest 9789 1,272) OO OF Oi— G34 7. OOO) are reste erate ent ret ar rence 


1978 


$ 5,708,000 
2,184,000 


7,892,000 
17,000 


7,875,000 
30,000 


$ 7,845,000 


1978 


$ 3,000,000 


2,695,000 
$ 305,000 


USAT 


$ 4,326,000 
1,647,000 
50,000 


6,023,000 
15,000 


6,008,000 
300,000 
$ 5,708,000 


1977 


2,337,000 


650,000 
$ 1,687,000 


“Effective July 1, 1978, Abitibi purchased The Price Company Limited’s wholly-owned subsidiary, Price Wilson Limited, and subsequently merged it with 
Inter City Papers Ltd., a wholly-owned subsidiary of Abitibi. Based on a valuation received from an independent management consulting firm retained by 
Price, the purchase price was established at $7.3 million. Price incurred a loss of $5,172,000 on the transaction, of which $2,172,000 was allocated to the 
minority interest and the balance of $3,000,000 was written off in Abitibi’s consolidated accounts in order to reduce Price Wilson's net assets to their 


approximate market value. 


7. Inventories 


FIMISMECIOLOGUCLS ANG WORK IM ONOCCS Sie rarrteariee tar teria rte tate rt arte ar tn 
Pulpwood, sawlogs and expenditures on current logging operations .......................0.. 
Materials: and? Ope ratinG SUP OIG seen wee arene tee tee ee ern 


8. Investments, at cost 


Other 
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1978 


$ 66,221,000 
102,630,000 
53,213,000 


$222 ,064,000 


1978 
$ 1,058,000 
1,860,000 
3,015,000 
> 5,933,000 


LMSIATE 


$ 62,598,000 
89,165,000 
49,465,000 


$201 228,000 


OFZ. 
$e 1,059,000 
1,902,000 
2,275,000 
$ 5,236,000 


NE 


9. Long-Term Debt 1978 1977 
Abitibi Paper Company Ltd.: 
Sinking Fund Debentures— 
SMES 7S TASS NGG TUT fo bs Re steht eee, Bide ate Ce ee a eee SET ct Se O77,000) Behr, 9522000 
TUT SSSST: (ECS SHIGA IMU (dl gto a ACTS et Reker eee cs a SR ee ae ee Pn 9,492,000 10,494,000 
Se er ome ST mT AUUNtIC A OOO  eiee tai ee ean oe vt whe eee, a dere ne, ehoetids. oe 11,940,000 12,749,000 
ay SenOG ea ath 1 OOD. kacceiedc. ck A Mic er ek ee, ee 42,500,000 42,500,000 
ecco e We Sin (he inal OO Sas Oren nee Nel, ado ycn eels tedoer ody ace Malate ct tee dk 14,210,000 14,500,000 
pray cee Osa MMM # LOO! yo haich v vodn fee e ab). m ode. shi vv a qatar a. Mere os ko carson 71,148,000 65,640,000 
Abitibi Corporation and subsidiary companies: 
Revolving Bank Credit, maximum interest 58% above lender's prime rate ................... 9,486,000 8,752,000 
Instalment Note bearing interest at 5/e% above lender's prime rate maturing 1981 ............ 2,668,000 3,282,000 
Se oMictament NOLS mating: 19645. re ss ee ek ee OS ee, eee 7,115,000 7,330,000 
eS ecobetament. NOleymatUhinG F986. 1n.0 9. nla Saaece Ss daa Meuee. sole newee eee b oh vee! 9,486,000 9,846,000 
PeevouliiotalmentNOteS-Mmatuning 1988. faekcs osc 4+ dow eden eek eens es hb ehadueln pace 14,230,000 14,222,000 
Savcamoralme nro maturing 199% 6. eeea ces an sg ven st aus ers oc nsebdouaeeers. 3,297,000 3,209,000 
Re SC ONAN COMOROS Ope raat ena we RUA ae ten UUMaE Aan an caw ge dee oy Urs Une, SueMer a) 3,723,000 4,212,000 
The Price Company Limited and subsidiary companies: 
Sinking Fund Debentures— 
Bt eS Pn AICA IG) Mi Oat Meet e tee a ens oe com hr oalges ce cami s ae ee 7,500,000 8,700,000 
CeveroCulOS: 5 MMAtUnING 19G/ sane Cus. a eee athe cue ca Cas Mare cor teh nies eee 18,300,000 19,600,000 
SE TOU AIAIIG IRC C) NOLES TMAUITING A OGD. n ee) casa und Chau stns oo cubs, SP names es oo na 9,237,000 9,736,000 
SyoouDordinated sinking FUNG Notesumaturing 1986.2... cosccsx Ga «mets oe cee oe vee ums 4,364,000 4,551,000 
iene Hlieaiesse gers se ete ke ewe eee ee A Jee fe ie he ae a 1,383,000 1,509,000 
252,056,000 252,784,000 
ISS See OUR Gl: WITITOMCLY © Shue cers = oprttca cet cee tee iy evar teeter Aeon Sharan a ea hecn ncn a hecwent tears 10,891,000 10,272,000 


$241, 165,000 $242,512,000 


Sinking fund and instalment payment obligations for 1979 amount to $12,391,000 of which $1,500,000 has been discharged by prior 
purchase and retirement. Principal repayment obligations for the years 1980 to 1983 are estimated to be $13,500,000, $18,000,000, 
$19,800,000 and $16,500,000, respectively. Long-term debt payable in U.S. dollars included above aggregated $123,740,000 U.S. at 
December 31, 1978 (1977—$130,469,000 U.S.). 


Abitibi Paper Company Limited has effectively guaranteed payment of certain outstanding long-term debt of Abitibi Corporation and 
subsidiary companies amounting to $28,250,000 U.S. at December 31, 1978. 


10. Preferred Shares Issued by a Subsidiary Company 

On November 16, 1978 a wholly-owned subsidiary company of Abitibi issued 1,500,000 Preferred Shares Series A, at a price of $50 per 
share, for a total consideration of $75,000,000. Terms attaching to the preferred shares provide for a dividend rate floating at one-half 
the average prime rate of the five largest Canadian chartered banks plus 1%, payable quarterly. The shares are retractable at the option 
of the holders at $50 at the end of 10 years and they are redeemable by the company at $50 plus accrued and unpaid dividends after 
January 1, 1981. In the event of the non-fulfilment of certain conditions attaching to the shares, the holders have the right to receive from 
Abitibi, at its option, cash or equivalent preferred shares of Abitibi. 


11. Preferred Shares 

The Series A shares are redeemable at the option of Abitibi at $52 per share up to May 31, 1983 and at $51 per share thereafter. During 
1978, 2,000 Preferred Shares, Series A with a par value of $100,000 (1977—4,020 shares with a par value of $201,000) were purchased 
and cancelled pursuant to the conditions attaching to this series. 

The Series B shares are redeemable at par through the operation of a cumulative sinking fund at the rate of 40,000 shares annually. The 
Series B shares are otherwise redeemable at $52.50 per share up to June 15, 1981 and at declining prices thereafter. During 1978, 
40,000 Preferred Shares, Series B with a par value of $2,000,000 were redeemed pursuant to the conditions attaching to this series. 
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12. Common Shares 


Of the authorized and unissued common shares, 658,844 shares are reserved under the Key Employees’ Stock Option Plan and options 
are outstanding on 413,734 shares at prices equal to market value at date of grant, ranging from $7.3125 to $12.625 per share, of which 
options in respect of 306,178 shares are held by senior officers of Abitibi. Options are for terms of up to ten years and are exercisable 
mostly in instalments upon fulfillment of service conditions. 

The Plan was amended in 1973 to provide for the use of a market growth formula at date of exercise for all subsequent options and to 
permit this as an alternative for options then outstanding. In accordance with this formula, the market growth amount is determined by 
multiplying the number of shares with respect to which the option is exercised by the excess of market value per share at date of 
exercise over market value at date of grant. Shares to this value are issued in consideration of the relinquishment by the optionee of his 
option right to the remaining shares in the calculation of the market growth amount and the payment of one cent per share issued. 


There were 121,168 shares issued in 1978 (1977-267 shares) under the terms of the Plan. 


13. Capital Projects 


An estimated $85 million will be required to complete approved capital projects, excluding the commitment to convert the Stephenville, 
Nfld. linerboard mill to a newsprint mill as referred to in Note 2(b). 


14. Lease Obligations 


Abitibi and its subsidiaries are committed under leases, principally for office and warehouse premises and woods equipment, for 
varying terms expiring up to 1999. The aggregate rental payments required for the 12 months ending December 31, 1979 under leases 
having an unexpired term of more than one year at December 31, 1978 are $4,500,000, of which $2,500,000 is attributable to leases 
having an unexpired term of more than five years. 


15. Unfunded Pension Benefits 


The most recent independent actuarial estimates, which include the effect of improvements made to pension plans during 1978, 
indicate that the single-sum liability for unfunded past service pension benefits not provided for inthe accounts at December 31, 1978 is 
approximately $50 million. 


16. Anti-Inflation Program 


Abitibi and its Canadian subsidiaries were subject to controls on prices, Pcie come re and dividends under the federal 
government's anti-inflation program and have complied with that program. 


17. Other Statutory Information 


(a) Remuneration in 1978 of Abitibi’s 16 directors and 37 officers, including past officers, determined in accordance with the Canada 
Corporations Act, amounted to $70,000 and $2,782,000, respectively. Five officers of Abitibi served also as directors. 


(6) Loans outstanding with officers relating to the purchase of residences amounted to $428,000 at December 31, 1978. 


18. Reclassification 


For purposes of uniformity, certain warehousing costs previously included in selling expenses are now treated as delivery expenses and 
comparative 1977 figures have been reclassified accordingly. 


Auditors’ Report 
To the Shareholders of ABITIBI PAPER COMPANY LTD.: 


We have examined the consolidated balance sheet of Abitibi Paper Company Ltd. as at December 31, 1978 and the consolidated 
statements of net earnings, retained earnings and changes in financial position for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly included such tests and other procedures as we considered 
necessary in the circumstances. We have relied on the reports of other independent accountants who have examined the financial 
statements of two partly-owned companies accounted for by the equity method. 


In our opinion, these consolidated financial statements present fairly the financial position of the company as at December 31, 1978 and 
the results of its operations and the changes in its financial position for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the preceding year. 


PRICE WATERHOUSE & CO. 
Toronto, February 14, 1979 Chartered Accountants 
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Five Year Review 


(thousands of dollars except per share calculations) 


1978 1977 1976 1975 1974 
Sales and Earnings: 

oales, less delivery expenses ... 0... cece cee ens $1,295,699 $1,043,059 $880,351 $764,384 $551,893 
Bepreciationand:depletion-: ... 2,6... cee es ce en 48,307 43,963 41,942 42,071 21,243 
INLEreSt EXMENSE .... oc es ce ee bes fee eee ee 23,818 23,856 25,032 22505 9,398 
IAG Olona Gomme te NE es oc. a i ee 63,738 29,363 13,483 We ae 30,099 
IMCMInG Ole me wen er 5 oes ah Ma oy AS ited haa kes 2,478 3,283 3,844 SO 10,257 
Minonty shareholders interest... ius eee cae es 18,304 e623 3,687 7,428 1,295 
Earnings before extraordinary items ................ 78,650 37,908 13,024 13,985 45,880 
Reise ONMmmOnrsMarOuse-n s4  c.yce an ches dae oee $ 3.98 $ 1.83 $ AT $ 63 $ 2.50 

EOE pel VCS wee on lm ckdd ke sa veh aa ple 305 1,687 7 = = 
INCMe ctl O CMOS anh dec fea wi nscale aoa Ganka 78,345 36,221 13,024 13,985 45,880 


PSF CORNAMOI Selaaee ee eee een ee § Be % 1.74 $ ai $ 63 ZO 
Dividends Declared: 
Preferred shares 
Common shares 


Sac AAR SPR ea bg Sree a ne EN $ 4,703 §$ 4,366 $ 4,584 2. 2.622 $ 718 
Me ee ys Meise ins, eee Ae Se 17,680 6,446 2 V2 7,co0 11,763 
gee in Meee oe rally cps A $ SS 8 35 $ AW $ 40 ) 65 
Bono a at et Rete ae eee PR $ 59,163 $$ 43,580 $ 54,371 $ 71,041 $ 35,460 


Financial Position: 
VV OREN Ope ea Oi el lareree atc eters cart cane aca ron eerie Per § 300,673 $ 259,836 $224 562 $229,023 $ 87,948 


INGIRIMECIASSCLS ereeret eee: sete WA es nk eee et 519,411 476,230 489,437 478,205 452,985 
IEG) ClSCe Mia) ClO lees tee sen cantante oe etic es See ee 241,165 242,512 243,168 DED. S22 139,163 
BLM CuIACOMCMAXCS in tatu. a ere not es ey creas 106,628 103,224 99,725 91,299 80,940 
Minonmivesiarenolders imiereSt en... ..0.. 5.0.0.4 Zoe UO eae Heer 108,090 110,795 
BKERE MCCS ARES: -) 7 de ga. A eee a ee eee WANS 44,815 47,016 49 261 9,469 
BOOK VEINS OF COMMING SNES .. 465 sn5n05cvonssogse 348,388 292,424 262,192 255,924 252,890 

BOB CORA RIOMESINAle mraueenwuee meth t hee Sh our anias nee orn $ 1 GrOO ues aaa $ 14.49 4 4b a SS SHS) 


Primary Production 


Uncoated Fine and Paperboards 
Groundwood Printing Building Kraft Paper 
Newsprint Papers Papers Boards and Market Pulp Lumber 
Tons Tons Tons Msf Tons Mfbm 
Capacity 1978 1,998,000 298,000 182,000 987,000 318,000 441,000 
Production 1978 1,962,000 292,000 181,000 935,000 297,000 356,000 
1977 1 694,000 231,000 157,000 904,000 271,000 324,000 
1976 1 Coe 211,000 113,000 854,000 247,000 272,000 
1975 1,548,000 129,000 77,000 733,000 162,000 130,000 
1974 2,011,000 277,000 183,000 738,000 315,000 237,000 


LL ee ee 


(a) Capacity figures indicate effective annual output and generally are somewhat less than rated capacities due to allowances for items 
such as maintenance downtime. 


(b)A significant portion of Abitibi’s market pulp production (more than 60% in 1978) is consumed in the manufacture of primary paper 
products at other Abitibi mills. 


(c) Building board production is expressed on an equivalent thickness basis. 
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Newsprint 1978 went into the records as a banner year 

for Canadian newsprint manufacturers— 
consumption in Canada and in all markets to 
which Canada exports was exceptionally 
strong, thereby creating a demand on 
Canadian mills to run at near-capacity in order 
to supply requirements that could not be met 
by home producers. U.S. consumption rose 
6.4% over 1977, reflecting increased 
advertising lineage, a continuation of the trend 
toward advertising and special interest inserts, 
and newspaper circulation gains. Similarly, 
Canadian demand was 10% ahead of 1977, 
offsetting a 3% decline in shipments to 
offshore markets. 


, ee Strikes at U.S. West Coast mills in addition to a 
Charles R. Tittemore few isolated labour interruptions at Canadian 
operations combined to place an even greater 

strain on supply in the second half. Only a 
small part of strike-induced production losses 
was offset by lower demand as a result of the 
prolonged strikes at newspapers in New York 
and elsewhere. Year-end inventories held by 
consumers and producers were lower than 
1977 levels. 


Canadian industry production totalled 9.8 
million tons, representing an 8.7% gain over 
1977 and a 98% operating rate. Production at 
Abitibi's mills was 1.96 million tons which 
resulted in an operating rate of 99%. During 
the year the Kenogami! mill ceased newsprint 
production as part of the program to dedicate 
the mill to uncoated groundwood papers. 


Progress was made in 1978 in the planned 
program to modernize manufacturing facilities 
and to upgrade quality to meet the more 
stringent requirements of higher-speed 
presses and advanced printing processes. 
Additional expenditures were directed toward 
manufacturing cost reductions, and to Abitibi's 
ongoing commitment to environmental 
improvements at its mill sites. The newsprint 
Jy capital expenditure program for 1979 will 
K. Linn Macdonald continue to be directed toward these targets, 
but at a dramatically accelerated pace. The 
program will include computerized control 
systems on paper machines to improve 
product uniformity, increased use of refuse as 
fuel to reduce energy costs, furnish treatment 
to provide improved offset newsprint, and the 
first stage of an $18 million program to replace 
the sulphite pulp at the Fort William mill, 
significantly reducing BOD demand of the 
mill effluent. 


Newsprint 

The $60 million project to convert the Stephenville 
mill to a modern newsprint facility with an annual 
capacity of 150,000 tons is well into the planning 
stage. Start-up is scheduled for late 1980. 


Stephenville Division 


In December the company completed the 
acquisition from the Newfoundland 
Government of its Crown Corporation, 
Labrador Linerboard Limited and its primary 
asset, a linerboard mill located at Stephenville 
on the West Coast of Newfoundland. 
Engineering is underway for the conversion of 
the mill to newsprint manufacture by late 1980. 
Total cost of the project will approximate $100 
million, and completion of the conversion will 
add to the newsprint group a mill that is 
thoroughly modern with respect to both 
production facilities and the environment, and 
one which will enable the company to enhance 
its service to both the offshore and North 
American markets. 


The outlook for 1979 is optimistic. Given the 
consensus forecast of a mild recession in the 
U.S. economy by mid-year, consumption in 
that market will remain at, or somewhat above, 
the 1978 experience. Modest growth is 
predicted in the Canadian market and 
overseas demand is expected to match that of 
1978. Although new capacity will come on 
stream in 1979, supply and demand will be in 
reasonable balance and Abitibi expects 
operating rates to be adequate. Abitibi-Price 
has announced a $25 per ton increase, 
effective March 1, 1979, in its price of 
newsprint shipped to the U.S. which will 
recover anticipated cost increases. 


Outlook Beyond 1979 


As noted previously, 1979 is projected to 
repeat 1978's performance in terms of 
newsprint margins and operating rates. It is 
almost certain, also, that a large share of 1979 
earnings will be attributable to the Canadian 
dollar exchange rate, which enables the 
Canadian industry to be competitive in export 
markets. This situation could extend beyond 
1979, providing the industry with an 
opportunity to maintain its competitiveness as 
a world supplier of newsprint by making 
investments directed at improving productivity 
and reducing costs. 


During the years 1980-82, announced new 
capacity coming on stream in the U.S. should 
at least match increased demand and perhaps 
exceed it. Should demand growth falter and 
capacity growth further accelerate, the 
Canadian industry could be faced with some 
less than capacity operating rates during this 
2-3 year period. 
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Uncoated 
Groundwood 
Papers 


Woodlands 


The Abitibi-Price long range plan is directed 
toward applying the cash flow generated by 
the current strong situation to specific 
opportunities that have been identified to 
reduce costs and improve productivity and 
quality in order to compete more effectively 
with the new facilities being installed 
principally in the U.S. 


To achieve the goal of returning the Canadian 
newsprint manufacturing industry to an 
internationally competitive position, requires a 
widespread recognition of the importance of 
this industry to the Canadian economy and a 
dedication to achieving this goal. Labour, 
governments and the public at large, must all 
take positions consistent with this priority. 


Formed as a separate business unit in 1977, 
the uncoated groundwood papers group 
progressed at an encouraging rate in 1978, 
with strong demand experienced in all product 
lines. This plus major improvements in product 
development, quality and production, as well 
as a well-orchestrated approach to the market, 
have served to place Abitibi in the role of a 
major supplier of rotogravure, directory, offset 
and other groundwood-based specialties to 
commercial printers in North America. 


Except for a brief strike at one location, both of 
the group’s mills at Sault Ste. Marie, Ontario 
and Kenogami, Quebec operated at 100% of 
capacity in 1978 and produced 292,000 tons. 
Uncoated groundwood paper is now one of 
the larger contributors to sales revenue 

within Abitibi. 

During 1978, two machines at Kenogami 
ceased newsprint production and were 
switched to uncoated groundwood grades 
several months ahead of plan. The $32 million 
capital program to complete the conversion of 
Kenogami to the TCMP process and 100% 
groundwood papers got underway in early 
1978 and is proceeding on schedule. 
Completion is targetted for 1980, by which 
time Abitibi will become North America’s 
largest producer of these grades for the fast- 
growing market. 

In the meantime, the outlook for 1979 is 


favourable and the mills are expected to again 
operate at full capacity. 


The raw products of the forest, logs and wood 

chips, are the resource base from which Abitibi 
manufactures its paper and lumber product mix. The 
company’s strategy is targetted on improved forest 
management and utilization practices, and 

increased mechanization. 
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Fine Papers 


John G. Davis 


A resurgence in demand for fine papers, 
coupled with diminishing imports from the U.S. 
highlighted 1978 for the Canadian fine paper 
industry, and all facets of Abitibi’s fine papers 
business made impressive gains. 


Manufacturing 


Abitibi-Provincial, as did other Canadian fine 
paper manufacturers, experienced a 
Significant rebound from the strike-induced 
industry depression of 1976-77. Canadian 
demand for printing and writing papers rose 
an unusual 18% during the year, creating a 
return to a healthy backlog position, and 
improved pricing patterns. Additionally, the 
market was stabilized for Canadian producers 
by the substantial reduction in imports 

from the U.S., brought about in part by 
increased home demand and the discounted 
Canadian dollar. 


An optimistic picture emerges when 1979 
sales forecasts are matched against Canadian 
supply levels. This is further enhanced 

by forecasts that the Canadian dollar 
exchange rate and tariffs will continue to 
minimize imports. 

Nevertheless Abitibi-Provincial is preparing for 
profitability in an environment which is likely to 
include reduced tariff protection and a less 
advantageous exchange rate. Strategies are in 
place that will see further capital being 
invested to continue improving mill operating 
efficiencies, equipment optimization and 
product consistency. For the longer term, 

ans focus on a rationalized grade structure 
hich concentrates Abitibi-Provincial’s 
arketing and capital programs on products 
which the company has inherent 
dvantages. Thus Abitibi-Provincia 
the future with some optimism. 


S43 2 2 


views 
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Inter City Papers Limited and Subsidiaries 
1978 was the most successful year in the 
company’s history with all traditional operations 
of Inter City contributing, particularly the major 
divisions in Montreal and Toronto. During 1978 
Hillier Paper Limited became Inter City Papers 
(Manitoba) Limited and Price Wilson Limited 
became a division of the company following its 
acquisition by Abitibi from The Price Company 
Limited. 


Price Wilson 


The program to divest non-profitable 
operations was concluded with the sale of 
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and aerators. Planned expenditure in 1979 is near 


$22 million. 
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treatment systems for suspended solids use 


Environmental Control 
Expenditures by Abitibi in controllin 
the | 

to nearly $60 million since 1960 
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consequence of a change in customer 
specifications resulted in a drop in earnings 
from 1977 levels. A capital project, completed 
early in 1979, permits the “welding” of these 
narrow rolls into the wider product required by 
the market, and thereby the recovery of 
profitability on the associated sales volumes. 


Container market conditions led to keen 
competition which resulted in prices remaining 
static rather than improving to cover cost 
increases. Earnings were therefore reduced 
compared to 1977. 


Slight increases in demand for packaging will 
be coupled with further productivity and 
modernization measures at Sturgeon Falls, and 
the Rexdale and Pembroke container plants, 
to result in some improvement in 1979 sales 
and earnings. 


Paperboard, Paperboard, kraft paper and bleached kraft 
pulp are the products of this group, all of 
Kraft Papers which recorded disappointing results in 1978 


and Pulp in spite of near-full operation ratios. 


Abitibi is a net buyer of kraft pulp, but the 
bleached kraft pulp shipments from the 
Smooth Rock Falls, Ontario mill to other mills 
within the company as well as the portion 
delivered to the open market, suffered alike in 
1978 from severely depressed prices. These 
were brought about by world-wide over- 
capacity and unprecedented producer 
inventory levels. As a result operating losses 
were incurred. Over the course of 1978 
demand gradually improved, inventories 
returned to more normal levels and prices 
began to strengthen. Prices will continue to 
improve in 1979, and operations will return to 
a profitable level. 


Paperboard and kraft paper felt the effect of 
stiff competition in their segment of the 
packaging market where supply continued to 
outstrip marginally increased demand, 
although the company's operations ran close 
to capacity. Needed adjustments to prices 
were not universally applied throughout the 
industry therefore the company’s cost 
increases were not fully recovered, and 
paperboard and kraft paper operated at only 
a small profit. 


1978 saw the completion of several major 
capital programs pointed toward productivity 
and efficiency in the Jonquiére paperboard 
mill, the cost effectiveness of which will 
influence favourably the earnings potential of 


Lumber 


Abitibi-Price is the largest producer of lumber in 
Eastern Canada. Output to the North American 
market is from seven Canadian sawmills; two of the 
more recent additions are pictured here. Four 
Abitibi-Price executives on a visit to the Peribonca 
mill (L-R) A.A. Labréque (Price), T.J. Bell, C.R. 
Tittemore and R.C. Gimlin. 
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Lumber 


onald C. Parker 


1979. A continuing but moderate increase is 
forecast in demand which will enhance 
industry operating rates, and create an 
environment for firming prices and improved 
profitability. 


Faced with a confusing array of investment 
alternatives in 1978, the typical U.S. family 
appears to have settled on home ownership as 
a reliable inflation hedge, for housing starts 
there were approximately two million for the 
second consecutive year—an unusual 
occurrence in a nearly four-year-old U.S. 
economic growth phase. The Canadian picture 
saw a continuation of the downward trend from 
278,000 starts in 1976 to 246,000 in 1977 and 
223,000 in 1978. Thus the U.S. new housing 
market and increased activity in re-modelling 
and repair in both Canada and the U.S. 
combined to sustain a buoyant lumber market 
during the year. While prices were steady and 
relatively high in 1978, they were not at levels 
such as to permit recovery of relentless cost 
increases incurred since 1973-74, following 
which period prices were depressed in 
response to diminished demand. Nevertheless, 
and with one exception, all sawmills in the 
Lumber group, especially those at Terrace, 
British Columbia, Thunder Bay, Ontario and 
L’Ascension, Quebec, made substantial 
contributions to 1978 earnings, a significant 
turn around from 1977. 


The one exception was the new sawmill at 
White River, Ontario which, after its first full 
year of operation, had not totally resolved its 
equipment and personnel difficulties with 

the result that production goals were not 
achieved. The remaining problems have been 
clearly identified and it is expected that their 
solution in 1979 will mean a positive 
contribution to earnings. 


For 1979, housing starts in the U.S. are 
expected to decline to about 1.7 million and to 
remain at about 220,000 in Canada. However, 
the shortfall in lumber consumption caused by 
this drop in housing starts will be appreciably 
compensated for by a continuation of the 
re-modelling and repair trend; an emphasis on 
treated lumber for newly-emerging uses in the 
construction of house foundations and as a 
substitute for cedar in outdoor applications; 
and productivity improvements at the sawmills. 
As a result earnings in 1979 should approach 
those realized in 1978. 
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Mineral The Mattabi base metal mine near Ignace, 


Interests 


24 


Mattagami Lake Mines, milled 960,857 tons of 
ore grading 6.49% zinc, 0.83% copper, 0.67% 
lead and 2.72 oz. silver per ton in 1978. 
Earnings rose in the second half reflecting the 
recovery of base metal prices from their 
cyclical lows of the first half, and Abitibi's 
equity in these earnings was $3.3 million and 
dividends of $4.8 million were received which 
were below 1977. 


The Buchans mine in Newfoundland milled 
202,000 tons of ore and produced 30,493 tons 
of zinc concentrates, 18,300 tons of lead 
concentrates and 4,890 tons of copper 
concentrates with associated silver and gold 
values. After 50 years of continuous 
production, planning has taken place against 
the fact that the Buchans Unit ore reserves will 
be exhausted and mining operations will 
cease by 1980. During 1978, the tailings 
ponds were sampled and an encouraging 
study is under way into the potential for 
installing a process for the recovery of barite. 
The Town of Buchans has been incorporated 
as a Local Development District, most of 

the inhabitants now own their homes, and 

the hospital, arena, library and municipal 
services have all been turned over to the town 
by the mine. 


Exploration continues on Abitibi’s holdings of 
1,017 square miles of mineral lands in Ontario, 
and drilling has begun on some targets found 
during exploration programs of the past two 
years. Also, exploration is in progress in two 
other areas in Ontario by Abitibi in joint 
venture with Mattagami Lake Mines. Intensive 
exploration has also continued on the 
company’s 2,200 square mile mineral rights 
grant in Newfoundland in search for a mine 
to replace Buchans, as well as to develop 

its other mineral showings. Exploration 

teams were also active in Quebec and 

New Brunswick. 


Capital and 
Ontario, a 40%-60% joint venture of Abitibi and Environmental 


The 1978 cycle of strategic planning by all the 
company’s business units produced a $700 
million capital program for the five years 


Programs beginning 1979 for which year some $130 


T. Newman 
McLenaghen 


million have been allocated. The program |s 
dedicated to the modernization of operations 
including some incremental capacity 
increases, improving productivity and costs, 
upgrading product mix, and improving quality, 
all with a view to preparing the company for 
the competitive environment of the challenging 
years ahead. 


The scope and magnitude of the program are 
substantially greater than has ever been 
undertaken in the history of Abitibi or Price, 
and its urgency pointed to the need for 
specialized management. As a result T.N. 
McLenaghen was appointed Senior Vice- 
President with responsibility for engineering, 
construction, cost control and general 
administration of all capital projects within 

the company. 


Mr. McLenaghen also carries the responsibility 
for the company’s continuing program of 
environmental improvement at the mills. In 
1978 a number of major environmental 
projects were completed and a concerted 
effort was expended to complete studies and 
set up defined programs to meet the 
regulations and guidelines of the various 
Federal, Provincial and State regulatory 
agencies. In some jurisdictions, such as 
Quebec, regulations are not yet in place, while 
Federal standards are under review. 


Notable among the accomplishments of 1978 
was the closing of the Abitibi-Provincial 
sulphite mill at Thunder Bay, conversion to 
sulphur-free pulping at Sturgeon Falls and the 
installation of a sand settler, clarifier and 
sludge thickener at Beaupre. Additionally, 
major programs were completed at Smooth 
Rock Falls, the newsprint mills in Thunder Bay, 
and at Alma and Jonquieére. In addition to 
continuing projects at these locations, 
substantial undertakings will begin at Chandler 
and Grand Falls in 1979, and the capital 
program at Kénogami has significant positive 
environmental implications. 


Research 
and 


New processes for chemimechanical pulps 
and improved mechanical pulps continue to 
be highlights of the R&D program. Among the 


Jevelopment advantages offered by these new processes 


Robert D. Duncan 


are a major reduction in pollution from 
newsprint operations as the sulphite pulping 
component is reduced or possibly eliminated 
with their use, higher pulp yield per ton of 
wood, and increased utilization of sawmill 
residues. These processes have the 
disadvantage of being energy intensive. In 
particular, development work continues on the 
application of chemimechanical pulp to 
groundwood paper manufacturing at 
Kenogami, where a plant to produce this type 
of pulp is now under construction. This plant 
will replace an obsolete groundwood mill with 
an ultra-modern pulping process to supplant a 
mixture of stone groundwood and sulphite 
pulps. Also, development efforts are directed 
to further apply this new technology to replace 
older pulping processes which are no longer 
compatible with current objectives for a clean 
environment. Much of the work is at production 
scale and includes paper machine and 
pressroom trials. 


Paper making R&D activities centre on using 
advanced electronic measurement techniques 
to better troubleshoot and understand 
variations In paper machine operation. By 
applying this new technology, our engineers 
and scientists are helping to make more and 
better products from our mills. Also, key 
elements of the paper research program are 
devoted to developing technical data needed 
for implementation of the company’s intensive 
five year capital program. 


As part of its system approach to newsprint 
research, Abitibi’s Research Centre at 
Sheridan Park, near Toronto has further 
expanded its capability for printing and 
printability studies of the new processes that 
have developed in the past few years. The 
expanded program Is receiving customer 
support through increased co-operation in 
pressroom trials and troubleshooting. 


Developments in the fine paper area have 
resulted in new products and marked 
improvements in many of the traditional 
products, in line with the long range plans of 
that segment of the company’s business. 


Panelboard and Building Materials R&D 
continues its quest for new and better 
products. Particular emphasis is being placed 
on basic fibre and board properties to achieve 
improved weatherability, ease of application 
and appearance. 


Personnel The primary mill union agreements in Ontario, 


Quebec, Newfoundland and Manitoba were 
renewed for two years to April 30, 1980, with 
the settlement falling within the industry 
pattern. A memorandum of agreement was 
reached in December following woodlands 
negotiations in Ontario and Quebec. It was 
gratifying to conclude these major negotiations 
with no disruption of operations. 


Top priority for accident prevention was 
ongoing in 1978. The increased emphasis on 
safety at all levels of the organization 
contributed to a significant decrease in 
disabling injuries and an improvement over 
1977. With few exceptions, mill safety 
performances were better than industry 
averages. 1979 will See vigorous activity in 
the pursuit of Abitibi’s goal to be the industry 
leader in this most important aspect of 
human relations. 


A number of initiatives were taken during the 
year to further improve communications and 
problem-solving effectiveness at all levels of 
supervision. The Management by Objectives 
program has been fortified with tutorial 
seminars, which also addressed means 

and skills for dialogue between supervisor 
and supervised. 


Moreover, a large number of employees 
availed themselves of the company’s 
Educational Assistance Plan thereby 
increasing their knowledge and skills on their 
own time in order to prepare themselves for 
career advancement and to enhance their 
effectiveness in their current positions. 


For most of the year, employee compensation 
was regulated by the Anti-Inflation Board 
legislation, with which the company complied 
both as to the letter and spirit. 


Throughout the year, employees continued to 
take an active part in the communities in which 
they live. Many hold responsible positions on 
municipal and educational boards and 
councils, while others provided leadership and 
assistance through numerous voluntary 
charitable and business organizations. These 
activities enabled the company to fulfil part of 
its social responsibility to the communities in 
which it is a corporate citizen. 
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Abitibi and Price Products, Plants and Sales Offices 


Products Manufactured At Sales Companies and Offices 
a ee ee EE ee ee es ee ee 
Newsprint Pine Falls, Man.; Thunder Bay *Abitibi-Price Sales Corporation 
(2 mills) and Iroquois Falls, Ont.; New York, N-Y.; Des Plaines, IIl.; 
Beaupré, Alma and Chandler, Que.; Atlanta, Ga.; Troy, Mich. 
Grand Falls, Nfld.; Augusta, Ga.; 
DeRidder, La 
Uncoated Groundwood Papers Sault Ste. Marie, Ont.: *Abitibi-Price Sales Ltd. 
Jonquiére, Que. Toronto, Ont.; Montreal, Que. 


*Abitibi-Price Sales Company Limited 
London, England 


“Each of these companies sells boih newsprint and 
uncoated Groungwoocd papers 
pos ee we rs Sr ee ee 
Fine, Printing, Packaging and Thorold, Thunder Bay and Abitibi Provincial Paper 
Business Papers, Wall Paper and Georgetown, Ont. Toronto, Ont.: 
Specialty Papers Monireal, Que 
School, Home and Office Supplies Toronto, Ont.; Vancouver, B.C.: Hilroy Ltd. 
Joliette, Que. Toronto, Ont.; Monireal, Que. 
Vancouver, B.C 
Envelopes Stellarton, N.S.; Montreal, Que.: Canada Envelope Company 
; Toronto, Ont.; Winnipeg, Man.; Stellarton and Halifax, N.S.; Montreal, Que.; 
Calgary, Alta.; Vancouver, B.C. Toronio, Ottawa and London, Ont.; Winnipeg, Man 
Calgary and Edmonton, Alta.; Vancouver, B.C. 
Wholesale Disiribution Fine Paper Inter City Papers Limited 
Products Ottawa, Mississauga and 


London, Ont.; Halifax, N.S. 


Lauzier, Little Inc. 
Montreal and Quebec City, Que. 


Grocery Bags, Sacks, Paper Towels Lachute, Que. Price Wilson 
and Folding Cartons Major centres across Canada 
Building Products and Packaging **Abitibi Corporation Building Products Division 
U.S.A. Marietta, Ga.; Arlington, Tex.; Troy, Mich.; 
Hardboard, Woodgrain Hardboard, Barrington, Ill.; Devon, Pa.; Hudson, Ohio; 
Decorative Hardboard Alpena, Mich.; Chicago, Ill. Memphis, Tenn.; Shawnee Mission, Kans.: 
Prefinished Plywood Panels Rancho Cucamonga, Calif Middlebury, Ind.; Avon, Conn.; Boundbrook, N.J. 
Hardboard Siding Roaring River, N.C. **All building products are sold ai each o 
Prefinished Mouldings Middlebury, Ind the above locations 
Insulating Sheathing Blountstown, Fla. 
Canada 
Hardboard Siding and Corrugating 
Medium Sturgeon Falls, Ont Rexdale, Oni. 
Corrugated Containers Rexdale and Pembroke, Ont. Abitibi Containers 


Rexdale and Pembroke, Onit.: Montreal, Que 


Paperboard and Kraft Paper Jonquiére, Que Price Kraft and Paperboard Corporation 
Monireal, Que.; Don Mills, Ont. 
Kraft Pulp Smooth Rock Falls, Ont. Abitibi Paper Company Ltd. 
Toronto, Ont 
Lumber Terrace, B.C.; Thunder Bay, Smooth Abitibi-Price Lumber Ltd. 
Rock Falls and White River, Ont.: Toronto and Thunder Bay, Ont: 
Falardeau, LAscension and Vancouver, B.C. 
Price, Que. 
Ties, Treated Wood Products and Thunder Bay, Ont Thunder Bay, Ont 


Treating Services 
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Sales Companies’ Principal Officers 


Bernd K. Koken, Chairman and Chief Executive Officer 
George R. Arellano, President, International and Commercial Division 
Laurence E. Mansfield Jr., President, Publisher Division 


John G. Hayden, Vice-President, Commercial Sales 
R. Blake Moore, Vice-President, Publisher Sales 


Ronald E. Blair, Managing Director 


James E. Patterson, President 


Robert M. Sleeth, President 


Ronald Oberlander, President 


Charles F. Buckland, President 


Peter P. Armstrong, General Manager 
S. Frank Rook, Vice-President and General Manager 


Durward B. Geffken, President 


Donald C. Parker, President and General Manager 


Thomas H. Birchall, President 


ai 


Directors and Officers 


Directors 


Marcel Bélanger, O.C. 
President 

Gagnon et Bélanger Inc. 
Quebec City, Canada 


Thomas J. Bell, M.C. 
Chairman of the Board 

and Chief Executive Officer 
Abitibi Paper Company Ltd. 
Toronto, Canada 


Howard W. Blauvelt 

Chairman and Chief Executive Officer 
Continental Oil Company 

Stamford, Connecticut, U.S.A. 


Edmund C. Bovey, C.M. 

Chairman 

Norcen Energy Resources Limited 
Toronto, Canada 


Marsh A. Cooper 
President and Managing Director ° 
Falconbridge Nickel Mines Limited 
Toronto, Canada 


Officers 


Thomas J. Bell 
Chairman of the Board 
and Chief Executive Officer 


C. Harry Rosier 
Vice-Chairman of the Board 


Robert C. Gimlin 
President and Chief Operating Officer 


Charles R. Tittemore 
Group Vice-President 


T. Newman McLenaghen 
Senior Vice-President 


Thomas H. Birchall 
Vice-President, Fine Papers 


Edward J. Brady 
Vice-President, Industrial Relations 


Charles F. Buckland 
Vice-President, 
Building Products and Packaging 


John G. Davis 
Vice-President, 
Fine Paper Group 


Robert D. Duncan 
Vice-President, Corporate Services 


William W. Hall 
Vice-President, Corporate Development 
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Robert C. Gimlin 

President 

and Chief Operating Officer 
Abitibi Paper Company Ltd. 
Toronto, Canada 


Leonard G. Lumbers 
Chairman of the Board 
Noranda Manufacturing Ltd. 
Toronto, Canada 


C. Edward Medland 

President and Chief Executive Officer 
Wood Gundy Limited 

Toronto, Canada 


General Lauris Norstad, 

D.S.M., Silver Star, C.B.E. 

Honorary Chairman 

Owens-Corning Fiberglas Corporation 
Toledo, Ohio, U.S.A. 


The Honorable John P. Robarts, 
PAG. (CXS; CXS, 

Partner 

Stikeman, Elliott, Robarts & Bowman 
Toronto, Canada 


William J. Johnston 
Vice-President, Woodlands Operations 


Mark D. S. Kellow 
Vice-President, Personnel 


Bruce W. Little 
Vice-President, 
Newsprint Manufacturing, Region 2 


K. Linn Macdonald 
Vice-President, Newsprint 


J. lan McGibbon 
Vice-President, Finance 


Frank L. Morton 
Vice-President, Engineering Services 


Eugene L. Neal 
Vice-President, Public Relations 


James B. Papoe 
Vice-President, 
Newsprint Manufacturing, Region 1 


Donald C. Parker 
Vice-President, Lumber and Kraft Products 


Michael D. Thompson 
Secretary and General Counsel 


H. Paul Armstrong 
Treasurer 


C. Harry Rosier 
Vice-Chairman of the Board 
Abitibi Paper Company Ltd. 
Toronto, Canada 


Kenneth R. Thomson 

Chairman of the Board and President 
Thomson Newspapers Limited 
Toronto, Canada 


Charles R. Tittemore 

President and Chief Executive Officer 
The Price Company Limited 

Quebec City, Canada 


John A. Tory, Q.C. 

President 

The Thomson Corporation Limited 
Toronto, Canada 


William O. Twaits, C.C. 
Director 

Toronto, Canada 
Honorary Director 


Harry J. Carmichael 


Roy Curtis 
Assistant Vice-President, Finance 


J. Kenneth Stevens 
Operations Controller 


H. Colin Warner 
Corporate Controller 


Douglas J. Butler 
Assistant Secretary 


Robert A. Cook 
Assistant Treasurer 


Transfer Agents 
and Registrars 


Montreal Trust Company 
Toronto, Montreal, Vancouver, Calgary, 
Regina, Winnipeg and Halifax, Canada 


Citibank N.A. 
New York, U.S.A. 


Auditors 


Price Waterhouse & Co. 
Toronto, Canada 


Lithographed in Canada 

Cover: Kromekote* Cover CC1S 10 pt. 
Text: Abitibi Provincial’s 160M 
Kelmscott Smooth 


*Kromekote is a registered trademark owned 
by Champion International Corporation. 
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Sales, less delivery expenses. ................ 
OtheEPrinCOMO. cae enorme rete nearaee eis 


Gostrof ssaleSiuns scence eee reece: 
Selling, general and research expenses .. 
Depreciation and depletion .................... 
Interest and expense on long-term debt .. 
Other interests. crete om eee eee eee 
INCOMeRtAXCS Hence er ee ec ee aes 


Interest in earnings of non-mining 
companies accounted for on the 


EQUITY: DASISs Aree sire ot Reah, nomen Same 
Mining uinGOMertlOSs) ie sce c.cen tec sae eee 


Minority shareholders’ interest ................ 
Earnings before extraordinary items ........ 
EXtrdOrdinany  iteiisue.ss.ceen reese etter 


Net earningSe: cc ecces areata reece 


Per common share 


Earnings before extraordinary items .... 
Net. earmlingS ie... pincer oes errant cane: 


Abitibi Paper Company Ltd. and subsidiary companies 


Quarter Ended 


June 30 


Six Months Ended 


June 


30 


1978 1977" 1978 1977° a 
$327,647 255,177. 619,776 487,858 
668 265 2,596 1,284 
328,315 255,442 622,372 489,142 
253,407 206,433 480,038 398,530 
20,390 18,674 39,550 35,578 
12,328 11,404 24,508 22,447 
5,692 5,614 11,485 11,319 
211 224 390 670 
15,964 5,186 27,911 9,280 
20,323 7,907 38,490 11,318 
742 722 =e 129 959 
302 997 (118) 1,973 
21,367 9,626 39,501 14,250 
4,263 Qn 820 st], 6S laine 3920) 
17,104 6,844 31,870 10,330 
(1,612) = (507) ~ 
$ 15,492 6,844 31,363 10,330 
$ | .86 32 1.60 AB 
78 32 1.58 45 


“For purposes of uniformity, certain warehousing costs previously included in selling expenses are now 


treated as delivery expenses and comparative 1977 figures have been reclassified accordingly. 


Earnings before extraordinary items ........ 
Charges (credits) to earnings not 
affecting working capital: 


Depreciation and depletion ................ 


Deferred income tax@s .................0cceeee 
Interest in earnings of Companies 

accounted for on the equity basis — 

Mattabi Mines Limited ................ 


Qilolele Sok pele Ree Rene SESE ie a 
Minority shareholders’ interest............. 
Cielme— eMC ey ee. hos ce pakke s cote veonaeaaisee! 


EUNGS MOM OPEratlON, a:.sicsd-ccessscateancas«s 


EXtraOnGinary  ItCIMS. vcceu... 0s filcdieacssecnnacees 
Dividends from Mattabi Mines Limited .... 


Issue of common shares of a subsidiary 
GSOUMID AN Vee te ee ee nee ition vison aacewineesyss 


Disposals of fixed assets ..................c0000 
Decrease (increase) in investments ........ 
COMUGL [RGIS == (HEL ndsgooadoosbatuondeaGenoasoune: 


Additions to fixed assets ................:.:0000 


Dividends: 
Shareholders of the Company ............. 


Minority shareholders of a subsidiary 
(ool aml SLAVE eke seeccr ace, ain qhemcnae aetna eee 


Reduction of long-term debt .................... 
Retirement of preferred shares ................ 


Increase (decrease) in receivables not 
CUELEM LE VMOUC heey tity. seasihas re socere ans vrsack es 


Increase in Working Capital .................... 


Working Capital at End of Period ............ 


> 


Quarter Ended 


Six Months Ended 


June 30 June 30 
1978 1977 1978 1977 
$ 17,104 6,844 31,870 10,330 
12,328 11,404 24,508 22,447 
3,333 2,982 5,127 4,325 
(276) (994) (651) (1,611) 
(742) (722) (1,129) (959) 
4,263 2,782 7,631 3,920 
49 645 (9) 1,143 
36,059 22,941 67,347 39,595 
(475) al 630 —— 
— 1,200 2,400 3,600 
715 — 715 — 
298 598 573 814 
475 (786) 516 (668) 
25° UGB) 2s abO mee 7196 
comedy) eee) Pike Rey, 
12,163 10,833 20,801 20,634 
3,847 2,926 7,694 4,045 
714 75 1,342 75 
3,543 3,239 5,830 6,676 
2,000 2,021 2,067 2,164 
| 59 . 10 307 Lane (1 48) 
22,326 19,104 38,041 33,446 
$ 14,771 4,185 34,596 10,091 
$294,432 «234,653 


ABITIBI PAPER COMPANY LTD. 


To the Shareholders: 


Earnings before extraordinary items amount- 
ed to $31,870,000 for the six months ended 
June 30, 1978. After providing for preferred 
share dividends, earnings were $1.60 per 
common share, made up of 74¢ in the first 
quarter and 86¢ in the second. This com- 
pares wih $10,330,000 or 45¢ per share for 
the first half of 1977. After extraordinary 
items described below, 1978 earnings were 
$31,363,000 or $1.58 per common share. 


Net sales for the first half of 1978 
were $619,776,000, as compared with 
$487,858,000 last year. 


The weakness of the Canadian dollar con- 
tinues to be the largest single factor in the 
improvement in earnings. The exchange 
gain contributed $15.6 million or 50% to 
net earnings in the first half of 1978, as 
compared with $4.4 million or 43% last 
year. 


Demand for newsprint and uncoated ground- 
wood papers was firm and all the Abitibi 
and Price mills operated at close to capa- 
city throughout the first half of 1978. Pre- 
sent indications are that the demand for 
these products will remain strong for at 
least the balance of the year. 


The results of our fine papers, building ma- 
terials and lumber operations also continued 
to show significant improvements in the 
first half of 1978. 


Labour contracts in the Company’s primary 
Canadian mills expired April 30th, and ne- 
gotiations toward their renewal are con- 
tinuing. 


As reported in a recent press release, agree- 
ment has been reached in principle for the 
purchase from The Price Company Limited 
of its subsidiary, Price Wilson Limited, 
effective July 1, 1978. The purchase price 
of approximately $7.8 million was based on 
a valuation received from an independent 
management consulting firm retained for 
this purpose. Price Wilson has incurred 
continuing losses in recent years and it is 
Abitibi’s intention to merge it with Inter 
City Papers Ltd. which carries on a fine 
papers distribution business with a proven 
record of profitability. This business merger 
should provide a better opportunity for pro- 
fitable growth. 


Extraordinary items reported on the earn- 
ings statement include a charge of $3 mil- 
lion to provide for the writedown of Price 
Wilson to its approximate market value, less 
a credit of $2.5 million reflecting the utili- 
zation of prior years’ tax losses of certain 
other subsidiary companies. 


A quarterly dividend of 15¢ per common 
share has been declared payable August 1, 
1978 to shareholders of record on June 
30, 1978. 


On behalf of the Board, 


Chairman and Chief Executive Officer 


July 18, 1978 


